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We affirm that:

We are cenified public accountants licensed to practice in Michigan.

We further affirm the following material, “no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letier (report of comments and recommendations).
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Check each applicable box below. (See instructions for further detail.)

All required component units/funds/agencies of the local unit are included in the financial statements and/or disclosed in the
reporting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or more of this unit's unreserved fund balances/unrestricted net assets
(P.A. 275 of 1980) or the local unit has not exceeded its budget for expenditures.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury.
The local unit has adopted a budget for all required funds,

A public hearing on the budget was held in accordance with State statute.

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The local unit has not been delinguent in distributing tax revenues that were collected for another taxing unit.
The local unit only holds depositsfinvestments that comply with statutory requirements.

The local unit has no illegal or unauthorized expenditures that came to our attenticn as defined in the Bulletin for
Audits of Local Unifs of Government in Michigan, as revised (see Appendix H of Bulletin).

There are no indications of defalcation, fraud or embezziement, which came to our attention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generally
accepted accounting principles (GAAP).

The board or council approves all invoices prior to payment as required by charter or statute.
To our knowledge, bank reconciliations that were reviewed were performed timely.

If a local unit of government {authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
description(s) of the authority and/or commission,

I, the undersigned, certify that this statement is complete and accurate in all respects,
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INDEPENDENT AUDITCR'S REPORT

Village Council
Village of Mendon, Michigan

We have audited the accompanying financial statements of
the governmental activities, the business-type activities,
the aggregate discretely presented component units, each
major fund, and the aggregate remaining fund information
of the Village of Mendon, Michigan, as of and for the year
ended March 31, 2006, which collectively comprise the
Village's basic financial statements as listed in the
table of contents. These financial statements are the
responsibility of the Village of Mendon management. Our
responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing
standards generally accepted in the United States of
America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain
reasonable assurance about whether the financial
statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles
used and significant estimates made by management, as well
as evaluating the overall financial statement
presentation. We believe that our audit provides a
reasonable basis for our opinions.

In our opinion, the financial statements referred to above
present fairly, in all material respects, the respective
financial position of the governmental activities, the
business-type activities, the aggregate discretely
presented component units, each major fund, and the
aggregate remaining fund information of the Village of
Mendon, Michigan, as of March 31, 2006, and the respective
changes in financial position and cash flows, where
applicable, therecof for the year then ended in conformity
with accounting principles generally accepted in the
United States of America.




The management's discussion and analysis and budgetary comparison
achedules, as identified in the table of contents, are not a reguired part
of the basic financial statements but are supplementary information
required by the Governmental Accounting Standards Board. We have applied
certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the
required supplementary information. However, we did not audit the
information and express no opinion on it.

In accordance with Government Auditing Standards, we have alsc issued our
report dated June 9, 2006, on our consideration of the Village of Mendon
internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts, and grants. That
report 1s an integral part of an audit performed in accordance with
Government Auditing Standards and should be read in conjunction with this
report in considering the results of our audit.

YV

June 9, 2006




VILLAGE OF MENDON

MANAGEMENT’S DISCUSSION AND ANALYSIS

Our discussion and analysis of the Village of Mendon financial performance
provides an overview of the Village’s financial activities for the fiscal
year ended March 31, 2006. Please read it in conjunction with the
Village’s financial statements.

Financial Highlights

The Village’s overall financial position decreased by $93,750 during the
fiscal year ended March 31, 2006, which represents 2 percent of the net
asset position at the beginning of the year. Included in the Village'’s
total net assets of $5,412,899 are the Sewer Disposal System Fund net
assets of $3,869,472 and the Water Supply System Fund net assets of
$187,230. The Sewage Disposal System’s net assets decreased by $86,625 and
the Water Supply System's net assets decreased by $7,012.

The Village’s Governmental Funds reflected a total fund balance at March
31, 2006 of $583,503, which was a decrease of $5,899 from the prior year
end. Included in this decrease was the General Fund which reflected an
increase of $23,561; the Vehicle Sinking Fund which reflected an increase
of $9,804 and the Major Street and Local Street Funds which reflected a
combined decrease of $39,264.

The total Governmental Fund expenditures for the year ended March 31, 2006,
amounted to $482,455, of which $216,817 (45 percent) was for public works;
$119,215 (25 percent) was for public safety; and $135,977 (28 percent) was
for general government.

Using This Annual Report

This annual report consists of a series of financial statements. The
statement of net assets and the statement of activities provide information
about the activities of the Village as a whole and present a longer-term
view of the Village’s finances. This longer-term view uses the accrual
basis of accounting so that it can measure the cost of providing services
during the current year, and whether the taxpayers have funded the full
cost of providing government services.

The Fund financial statements present a short-term view; they tell us how
the taxpayers' resources were spent during the year, as well as how much is
available for future spending. Fund financial statements also report the
Village’s operations in more detail than the government-wide financial
statements by providing information about the Village’s most significant
funds.



VILLAGE OF MENDON

MANAGEMENT’S DISCUSSION AND ANALYSIS

The Village as a Whole
The following table shows, in a condensed format, the net assets as of the
current year end and compared to the prior year end under the modified

accrual basis of accounting:

(dollars presented in thousands)

Governmental Enterprise
Funds Funds
2006 2005 2006 2005
Assets S 697 S 621 S 6,159 S 6,348
Liabilities 113 32 2,103 2,198
Fund Equity
Invested in capital
assets, net of
related debt - - 2,124 2,178
Retained Earnings
Restricted - - 325 276
Unreserved - - 1,607 1,696
Fund Balances
Reserved 75 56 - -
Unreserved 509 533 = -
Total Fund
Equity S 584 S 589 S 4,056 S 4,150




VILLAGE OF MENDON

MANAGEMENT'S DISCUSSION AND ANALYSIS

The following table shows, in a condensed format, the net assets of the
current date as required by GASB 34 stated under the full accrual basis.

(dollars presented in thousands)

Governmental Business-Type
Activities Activities
2006 2005 2006 2005
Current and other assets $ 694 $ 598 $ 1,935 $ 1,974
Capital assets 773 767 4,224 4,374
Total assets 1,467 1,365 6,159 6,348
Long-term debt outstanding - - 2,100 2,196
Other liabilities 111 9 3 2
Total liabilities 111 9 2,103 2,198
Net assets
Invested in capital assets,
net of related debt 773 767 2,124 2,178
Restricted - - 325 276
Unrestricted 583 589 1,607 1,696
Total net assets S 1,356 S 1,356 S 4,056 S 4,150




VILLAGE OF MENDON
MANAGEMENT'S DISCUSSION AND ANALYSIS
The following table shows the changes of the net assets during the current
year as compared to the prior year, under the modified accrual basis of

accounting:

(dollars presented in thousands)

Governmental Enterprise
Funds Funds
2006 2005 2006 2005
Revenue
Taxes $ 165 S 159 $ - $ -
Licenses and permits 4 6 - -
Federal grants - 11 - -
State shared revenue 157 161 - -
Charges for services 22 5 243 239
Fines and forfeitures 3 2 - -
Rents 81 68 - -
Interest 17 6 85 78
Other 27 26 - -
Total revenue 476 444 328 317
Program expenses
General government 136 119 - -
Public safety 119 107 - -
Public works 217 227 - -
Recreation 3 5 - -
Capital outlay 7 10 - -
Sewer system - - 58 43
Water system - - 109 102
Depreciation - - 150 150
Interest expense - - 105 110
Total expenses 482 468 422 405
Excess (deficiency) $ (6) 8 (24) 8 (94) 8 (88)




VILLAGE OF MENDON
MANAGEMENT'S DISCUSSION AND ANALYSIS
The following table shows, in a condensed format, the changes in net assets
as of the current date as required by GASB 34 stated under the full accrual

basis of accounting.

(dollars presented in thousands)

Governmental Business-Type
Activities Activities
2006 2005 2006 2005
Revenues
Program revenues
Charges for service $ 25 s 30 $ 243 S 239
Operating grants and
contributions 82 95 - -
Capital grants and
contributions - - - -
General revenues
Property taxes 165 159 - -
State shared revenues 79 81 - -
Unrestricted investment
earnings 10 6 85 78
Miscellaneous 116 58 - -
Total revenues 477 429 328 317
Expenses
General government 145 129 - -
Public safety 124 111 - -
Public works 200 201 - -
Recreation 8 9 - -
Sewer system - - 285 275
Water system - - 137 130
Total expenses 477 450 422 405
Change in net assets S - S (21) S (94) S (88)

The Village’s Funds

Our analysis of the Village’s major funds begins on page 11, following the
government-wide financial statements. The fund financial statements
provide detail information about the most significant funds, not the
Village as a whole. Major funds for the fiscal year ended March 31, 2006
include the General Fund and the Major Street and Local Street Funds.

The General fund pays for most of the Village’s governmental services. The
primary services include police protection services and administrative
services related to general operations that support the primary services.
The General Fund is funded primarily by property taxes and state shared
revenues.

_7_



VILLAGE OF MENDON

MANAGEMENT'S DISCUSSION AND ANALYSIS

General Fund Budgetary Highlights

As shown in the required supplemental information, the Village budgeted an
increase of $2,606 in the original budget and in the amended budget.
Actual operating results ended up as an increase of $23,561.

The actual results ended the fiscal year within $20,955 of the amended
budget.

Capital Assets and Debt Administration

During the year ended March 31, 2006, the total capital assets of the
Village increased by $43,123 of which $35,630 was street construction and
$7,493 was for machinery.

During the year ended March 31, 2006, the total debt obligations of the
Village decreased by the scheduled principal payment of $96,000. Total
debt obligations at March 31, 2006 amounted to $2,100,000.

Contacting the Village’s Management

This financial report is intended to provide our citizens, taxpayers,
customers, and investors with a general overview of the Village’s finances
and to show the Village’s accountability for the money it receives. If you
have questions about this report or need additional information, we welcome
you to contact the Village office.



GOVERNMENT-WIDE FINANCIAL STATEMENTS



ASSETS

Cash and investments

Receivables, net

Receivables,

long-

term portion
Internal balances
Prepaid and

other assets

Capital assets - net

Total assets

LIABILITIES
Accounts payable
Accrued and other

liabilities
Debt obligations:

Due within one year

Due in more
than one year

Total liabilities

NET ASSETS

Invested in capital

assets,

net of

related debt
Restricted:
Debt service
Other purposes
Unrestricted

Total net assets

VILLAGE OF MENDON

STATEMENT OF NET ASSETS
MARCH 31, 2006

Primary Government

Business
Governmental Type Component
Activities Activities Total Units

S 618,424 S 891,187 $ 1,509,611 $ 466,368
65,330 109,897 175,227 226,253
- 933,077 933,077 75,330

10,655 924 11,579 -
772,694 4,224,207 4,996,901 580,964
1,467,103 6,159,292 7,626,395 1,348,915
6,782 1,902 8,684 27,382

104,124 688 104,812 -
- 96,000 96,000 115,500
= 2,004,000 2,004,000 334,500
110,906 2,102,590 2,213,496 477,382
772,694 2,124,207 2,896,901 130,964

- 263,393 263,393 -

- 62,212 62,212 -
583,503 1,606,890 2,190,393 740,569
$ 1,356,197 $ 4,056,702 5 5,412,899 $ 871,533

See accompanying notes to the financial statements
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Functions/Programs

Primary government
Governmental activities:
General government
Public safety
Public works
Recreation

Total governmental
activities

Business-type activities:
Sanitary sewer
Water

Total business-type
activities

Total primary
government

Component units
Downtown Development
Authority

VILLAGE OF MENDON

STATEMENT OF ACTIVITIES

MARCH 31, 2006
Program Revenues
Charges Operating Capital

for Grants and Grants and

Expenses Services Contributions Contributions
S 145,092 s 15,693 S - $ -
123,555 3,478 1,659 -
200,249 5,357 80,458 -
7,773 - - -
476,669 24,528 82,117 -
285,294 114,083 - -
136,988 129,268 - -
422,282 243,351 - -
S 898,951 S 267,879 $§ 82,117 S -
S 61,258 $§ - S - S -

General revenues:
Property taxes
State shared revenues
Unrestricted investment earnings
Miscellaneous
Total general revenues
CHANGE IN NET ASSETS
NET ASSETS - BEGINNING OF YEAR

NET ASSETS - END OF YEAR

See accompanying notes to the financial statements



Net

(Expense)

Revenue and Changes in Net Assets

Primary Government

Business
Governmental Type Component
Activities Activities Total Units
S (129,399) $ - (129,399) s -
(118,418) - (118,418) -
(114,434) - (114,434) -
(7,773) - (7,773) -
(370,024) - (370,024) -
- (171,211) (171,211) -
- (7,720) (7,720) -
- (178,931) (178,931) -
(370,024) (178,931) (548,955) —
$ (61,258)
165,336 - 165,336 226,253
79,056 - 79,056 -
9,776 85,294 95,070 13,057
115,743 - 115,743 9,880
369,911 85,294 455,205 249,190
(113) (93,637) (93,750) 187,932
1,356,310 4,150,339 5,506,649 683,601
$ 1,356,197 $ 4,056,702 $ 5,412,899 $§ 871,533

10



FUND FINANCIAL STATEMENTS



VILLAGE OF MENDON

GOVERNMENTAL FUNDS
BALANCE SHEET
MARCH 31, 2006

General
Fund
ASSETS
Cash and cash equivalents S 376,889
Accounts receivable 14,248
Due from other governmental units 37,029
Due from other funds -
Prepaid expenditures 9,819
Total assets S 437,985
LIABILITIES AND FUND BALANCE
LIABILITIES
Accounts payable S 6,666
Accrued liabilities 2,500
Due to other funds 550
Due to other governmental units 101,624
Total liabilities 111,340
FUND BALANCE
Reserved for road maintenance 74,702
Unreserved, undesignated 251,943
Total fund balance 326,645
Total liabilities
and fund balance S 437,985

See accompanying notes to financial statements



Major Local Vehicle Total
Street Street Sinking Governmental
Fund Fund Fund Funds
$ 175,094 46,527 19,914 618,424
- - -~ 14,248
10,317 3,736 - 51,082
1,590 550 - 2,140
418 418 - 10,655
S 187,419 51,231 19,914 ©96,549
$ 58 58 - 6,782
- - - 2,500
- 1,590 - 2,140
- - - 101,624
58 1,648 - 113,046
- - - 74,702
187,361 49,583 19,914 508,801
187,361 49,583 19,914 583,503
S 187,419 51,231 19,914 696,549




VILLAGE OF MENDON

GOVERNMENTAL FUNDS

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES

TO NET ASSETS OF GOVERNMENTAL ACTIVITIES
MARCH 31, 2006

Total governmental fund balances

Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used in governmental activities
are not financial resources and therefore are
not reported in the funds.

Governmental capital assets $ 1,189,503
Less accumulated depreciation (416,8009)

$ 583,503

172,694

Net assets of governmental activities

See accompanying notes to financial statements
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VILLAGE OF MENDON

GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCES

YEAR ENDED MARCH 31,

REVENUE
Taxes
Licenses and permits
State grants
Federal grants
Charges for services
Fines and forfeitures
Rents
Interest
Other

Total revenue

EXPENDITURES
Legislative
General government
Public safety
Public works
Recreation
Capital outlay

Total expenditures

EXCESS (DEFICIENCY) OF
REVENUE OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers from other funds
Transfers to other funds

Total other financing
sources (uses)

EXCESS (DEFICIENCY) OF
REVENUE AND OTHER SOURCES OVER
EXPENDITURES AND OTHER USES

FUND BALANCE -
BEGINNING OF YEAR

FUND BALANCE -
END OF YEAR

See accompanying notes to financial statements

2006

General
Fund

S

165,336
4,181
80,715

22,000
2,522
81,500
9,776
20,964

387,000

18,578
117,399
119,215

84,744

2,953

342,889

44,111

(20,550)

(20,550)

23,561

303,084

S

326,645




Major Local Vehicle Total

Street Street Sinking Governmental
Fund Fund Fund Funds

$ - $ - $ - $ 165,336

- - - 4,181

56,282 20,381 - 157,378

- - - 22,006

- - - 2,522

- - - 81,500

5,652 1,150 269 16,847

1,518 2,276 2,028 26,786

63,452 23,807 2,297 476,556

- - - 18,578

- - - 117,399

- - - 119,215

84,511 47,562 - 216,817

- - - 2,953

- - 7,493 7,493

84,511 47,562 7,493 482,455

(21,059) (23,755) (5,196) (5,899)

- 19,550 15,000 34,550

(14,000) - - (34,550)
(14,000) 19,550 15,000 -

(35,059) (4,205) 9,804 (5,899)

222,420 53,788 10,110 589,402

S 187,361 S 49,583 S 19,914 S 583,503




VILLAGE OF MENDON

GOVERNMENTAL FUNDS
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
YEAR ENDED MARCH 31, 2006

Net change in fund balances - total governmental funds $ (5,899)
Amounts reported for governmental activities in the
statement of activities are different because:
Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those
assets is depreciated over their estimated useful lives.
Expenditures for capital assets 43,123
Depreciation expense (37,337)
Change in net assets of governmental activities S (113)

See accompanying notes to financial statements
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VILLAGE OF MENDON

PROPRIETARY FUNDS
STATEMENT OF NET ASSETS

MARCH 31,

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Special assessments
Accounts receivable
Due from other funds
Prepaid and other assets

Total current assets

NONCURRENT ASSETS
Special assessments
Capital assets, net of depreciation

Total noncurrent assets
Total assets
LIABILITIES

CURRENT LIABILITIES
Current portion of long-term debt
Accounts payable
Accrued liabilities

Total current liabilities

NONCURRENT LIABILITIES
Long-term debt, net of current portion

Total liabilities

NET ASSETS
Invested in capital assets,
net of related debt
Restricted for debt service
Restricted for maintenance
Unrestricted

Total net assets

See accompanying notes to financial statements
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2006
Sewage Water
Disposal Supply
System System
Fund Fund Total
$ 859,202 s 31,985 $ 891,187
84,940 - 84,940
13,774 11,183 24,957
462 462 924
958,378 43,630 1,002,008
933,077 - 933,077
4,023,431 200,776 4,224,207
4,956,508 200,776 5,157,284
5,914,886 244,406 6,159,292
90,000 6,000 96,000
414 1,488 1,902
- 688 688
90,414 8,176 98,590
1,955,000 49,000 2,004,000
2,045,414 57,176 2,102,590
1,978,431 145,776 2,124,207
231,420 31,973 263,393
62,212 - 62,212
1,597,409 9,481 1,606,890
53,869,472 $ 187,230 $ 4,056,702




VILLAGE OF MENDON

PROPRIETARY FUNDS

STATEMENT OF REVENUE, EXPENSES,

AND CHANGES IN NET ASSETS
YEAR ENDED MARCH 31, 2006

OPERATING REVENUE
Charges for services
Debt retirement
Rental
Other

Total operating revenue

OPERATING EXPENSES
Salaries
Fringe benefits
Operating supplies
Administration
Professional services
Repairs and maintenance
Insurance
Utilities
Equipment rental
Miscellaneous
Depreciation

Total operating expenses
OPERATING INCOME (LOSS)
NONOPERATING REVENUE (EXPENSE)

Interest income
Interest expense
Net nonoperating revenue
(expense)
CHANGE IN NET ASSETS

NET ASSETS - BEGINNING OF YEAR

NET ASSETS - END OF YEAR

Sewer Water

Fund Fund Totals
S 75,676 $ 123,330 $ 199,006
35,495 - 35,495
500 2,590 3,096
2,412 3,342 5,754
114,083 129,268 243,351
10,938 19,121 30,059
7,013 8,314 15,327
2,295 5,350 7,645
7,274 9,170 lo,444
480 1,748 2,228
4,723 2,560 7,283
4,095 4,094 8,189
4,747 15,391 20,138
16,693 41,793 58,486
148 1,547 1,695
125,000 25,000 150,000
183,406 134,088 317,494
(69,323) (4,820) (74,143)
84,586 708 85,294
(101,888) (2,900) (104,788)
(17,302) (2,192) (19,494)
(86, 625) (7,012) (93,0637)
3,956,097 194,242 4,150,339
$3,869,472 $ 187,230 $4,056,702

See accompanying notes to financial statements



VILLAGE OF MENDON

PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS
YEAR ENDED MARCH 31, 2006

Cash flows from operating
activities
Receipts from customers
Payments to suppliers
Payments to employees
Benefit payments
Payments for interfund
services used

Net cash provided (used)
by operating activities

Cash flows from capital and
related financing activities
Receipts from special assessments
Principal paid on debt
Interest paid on debt
Acquisition of capital assets

Net cash provided (used) by
capital and related financing
activities

Cash flows from investing activities
Interest received

Net increase (decrease)
in cash
Cash and Cash Equivalents -

Beginning of Year

Cash and Cash Equivalents -
End of Year

Sewage Water
Disposal Supply
System System
Fund Fund Total
$ 114,061 $ 129,287 $ 243,348
(13,406) (24,807) (38,213)
(18,212) (28,291) (46,503)
(7,013) (8,314) (15,327)
(16,693) (41,793) (58,486)
58,737 26,082 84,819
95,192 - 95,192
(90,000) (6,000) (96,000)
(101, 888) (3,049) (104, 937)
(96,696) (9,049) (105,745)
84,586 708 85,294
46,627 17,741 64,368
812,575 14,244 826,819
S 859,202 § 31,985 $ 891,187

See accompanying notes to financial statements
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VILLAGE OF MENDON

PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS - Continued
YEAR ENDED MARCH 31, 2006

Sewage Water
Disposal Supply
System System
Fund Fund Total
Reconciliation of operating
income (loss) to net cash
provided by (used for)
operating activities
Operating income (loss) S (69,323) S (4,820) s (74,143)
Adjustments to reconcile
operating income (loss) to
net cash provided by (used
for) operating activities
Depreciation 125,000 25,000 150,000
(Increase) decrease in:
Accounts receivable (21) 19 (2)
Prepaid expenses (41) (41) (82)
Due from other funds 2,784 5,432 8,216
Increase (decrease) in:
Accounts payable 338 492 830
Net cash provided by
(used for) operating
activities S 58,737 § 26,082 § 84,819

See accompanying notes to financial statements
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NOTE 1

VILLAGE OF MENDON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Village of Mendon conform
to accounting principles generally accepted in the United States
of America (GAAP) as applicable to villages. GAAP includes all
relevant Governmental Accounting Standards Board (GASB)
pronouncements. In the government-wide financial statements and
the fund financial statements for proprietary funds, Financial
Accounting Standards Board (FASB) pronouncements and Accounting
Principles Board (APB) opinions issued on or before November 30,
1989, have been applied unless those pronouncements conflict with
or contradict GASB pronouncements, in which case, GASB prevails.
For enterprise funds, GASB 20 and 34 provide the Village the
option of electing to apply FASB pronouncements issued after
November 30, 1989. The Village has elected not to apply those
pronouncements. The more significant accounting policies
establishing GAAP and used by the Village are discussed below.

Reporting Entity

The Village of Mendon operates a Council-President form of
government and provides the following services as authorized by
its <charter: public safety (police, fire and inspections),
highways and streets, sanitation, parks and recreation, public
improvements, planning and zoning, and general administrative
services.

As required by generally accepted accounting principles, GASB 14,
these financial statements present the Village (the primary
government) and 1its component units, entities for which the
Village is considered to be financially accountable.

Discretely Presented Component Units - The component units’ columns
in the government-wide financial statements include the financial
data of the Village’s other component units. These units are
reported in a separate column to emphasize that they are legally
separate from the Village.

a. The Downtown Development Authority was created to correct and
prevent deterioration in the downtown district, encourage
historical preservation, and to promote economic growth
within the downtown district. Members of the DDA are
appointed by the Village Council and the Authority 1is
fiscally dependent on the Village since the Village Council
approves the DDA budget and must approve any debt issuance.



NOTE 1

VILLAGE OF MENDON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Basis of Accounting - Government-Wide Financial Statements - The
statement of net assets and the statement of activities display
information about the Village as a whole. They include all
funds of the reporting entity except for fiduciary funds. These
statements distinguish between activities that are governmental
and those that are considered business-type activities.

The government-wide statements are prepared using the economic
resources measurement focus and the accrual basis of accounting.
This is the same approach used in preparation of the proprietary
fund financial statements but differs from the manner in which
the governmental fund financial statements are prepared.
Therefore, governmental fund financial statements include a
reconciliation with brief explanations to better identify the
relationship Dbetween the government-wide statements and the
statements for governmental funds.

The government-wide statement of activities presents a comparison
between expenses, both direct and indirect, and program revenues
for each segment of the business-type activities of the Village
and for each governmental and component unit program. Direct
expenses are those that are specifically associated with a
service, program or department and are therefore clearly

identifiable to a particular function. Some functions, such as
administrative and financial services include expenses that are,
in essence, 1indirect expenses of other functions. Program

revenues include charges paid by the recipients of the goods or
services offered by the programs and grants and contributions
that are restricted to meeting the operational or capital
requirements of a particular program. Revenues which are not
classified as program revenues are presented as general revenues.
The comparison of program revenues and expenses identifies the
extent to which each program is self-financing or draws from the
general revenues of the Village.

Net assets should be reported as restricted when constraints
placed on net asset wuse are either externally imposed by
creditors (such as through debt covenants), grantors,
contributors or laws or regulations of other governments or
imposed by law through constitutional provisions or enabling
legislation. When both restricted and unrestricted resources are
available, it is the Village's policy to wuse restricted
resources first, then unrestricted resources as they are needed.
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NOTE 1

VILLAGE OF MENDON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Basis of Accounting - Fund Financial Statements - Fund financial
statements of the reporting entity are organized into funds, each
of which is considered to be a separate accounting entity. Each
fund is accounted for by providing a separate set of self-
balancing accounts that constitute its assets, liabilities, fund
equity, revenues and expenditure/expenses. Funds are organized
into three major categories: governmental, proprietary and
fiduciary. The focus of governmental and enterprise fund
financial statements is on major funds rather than reporting
funds by type. A fund is considered major if it is the primary
operating fund of the Village or meets the following criteria:

* Total assets, liabilities, revenues or expenditures/expenses
of that individual governmental or enterprise fund are at
least 10 percent of the corresponding total for all funds of
that category or type; and

* Total assets, liabilities, revenues or expenditures/expenses
of the individual governmental or enterprise fund are at least
5 percent of the corresponding total for all governmental and
enterprise funds combined.

* Any fund the Village elects to include as a major fund.

Each major fund is presented in a separate column. Non-major
funds are aggregated and presented in a single column.

The Village reports the following major funds:

General Fund - The general fund is the general operating fund
of the Village. The fund 1s wused to account for all
financial transactions except those required to be accounted
for in another fund. Revenues are derived primarily from
property taxes, state shared revenues and charges for
services.

Special Revenue Funds

Major Street Fund - To account for gas and
weight tax allocations to the Village by the Michigan
Department of Transportation for construction and

maintenance of major streets within the Village.

Local Street Fund - To account for gas and weight tax
allocations to the Village by the Michigan Department of
Transportation for construction and maintenance of local
streets within the Village.
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VILLAGE OF MENDON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Vehicle Sinking Fund - To account for funds set aside for
vehicle replacement costs.

Enterprise Funds

Sewage Disposal System Fund - To account for user charges and
for operating expenses and debt service of the Village’s sewer
system.

Water Supply System Fund - To account for user charges and for
operating expenses and debt service of the Village's water
system.

The following 1is a description of two major categories and
various fund types within those categories into which the funds
are grouped:

Governmental Fund - All governmental funds are accounted for
using modified accrual basis of accounting and the current
financial resources measurement focus. Under the modified

accrual Dbasis of accounting, revenues are recognized in the
accounting period in which they become susceptible to accrual
(i.e., when they Dbecome both measurable and available).
Expenditures are recognized in the accounting period in which
the fund liability is incurred, if measurable.

Revenue Recognition - '"Measurable" means the amount of the
transaction can be determined and "available" means
collectable within the current period or soon enough
thereafter to be wused to pay liabilities of the current
period. The Village considers ©property taxes, special
assessments, licenses, interest revenue and charges for sales
and services as susceptible to accrual if the amount was due
on or before fiscal year end and collection was within one
year after vyear end except for property taxes for which
collection must be within two months of year end.
Reimbursements due for state and federally funded projects are
accrued as revenue at the time the expenditures are made, or
when received 1in advance, deferred until expenditures are
made. All other revenue 1s recognized as payments are
received.
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NOTE 1

VILLAGE OF MENDON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Expenditure Recognition - The measurement focus of
governmental accounting 1is on decreases 1in net financial
resources (expenditures) rather than expenses. Most
expenditures are measurable and are recorded when the related
fund liability is incurred. However, principal and interest
on general long-term debt, which has not matured, are
recognized when paid. Allocation of costs, such as

depreciation and amortization, are not recognized in the
governmental funds.

The following is a description of the governmental fund types of
the Village:

General Fund - The general fund is the general operating fund

of the Village. The fund 1s wused to account for all
financial transactions except those required to be accounted
for in another fund. Revenues are derived primarily from

property taxes, state shared revenues and charges for
services.

Special Revenue Funds - Special revenue funds are used to
account for the proceeds of specific revenue sources (other
than special assessments and major capital projects) requiring
separate accounting because of legal or regulatory provisions
or administrative action.

Proprietary Funds - All proprietary funds are accounted for
using the accrual basis of accounting. These funds account
for operations that are primarily financed by user charges.
The economic resource focus concerns determining costs as a
means of maintaining the capital investment and management
control. Their revenues are recognized when they are earned
and their expenses are recognized when they are incurred.
Allocations of costs, such as depreciation, are recorded in
proprietary funds. Unbilled utility receivables are recorded
at year end.
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NOTE 1

VILLAGE OF MENDON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Proprietary funds distinguish operating revenues and expenses
from nonoperating items. Operating revenues and expenses
generally result from providing services and producing and
delivering goods in connection with a proprietary fund's

principal ongoing operations. The principal operating
revenues of the Village's enterprise funds are charges to
customers for sales and services. The water and sewer funds

also recognizes as operating revenue the portion of tap fees
intended to recover the cost of connecting new customers to
the system. Operating expenses include the cost of sales and
services, administrative costs and depreciation on capital
assets. All revenues and expenses not meeting this definition
are reported as nonoperating revenues and expenses.

The following is a description of the proprietary fund types of
the Village:

Enterprise Funds - Enterprise funds report operations that
provide services which are financed primarily by user charges,
or activities where periodic measurement of net income 1is
appropriate for capital maintenance, public policy, management
control or other purposes.

Budgets and Budgetary Accounting - Budgets are adopted on a
basis consistent with generally accepted accounting principles.
Annual appropriated budgets are legally adopted for the general
and special revenue funds. The Village adopts its budget in
accordance with Public Act 621, the Uniform Budgeting and
Accounting Act, which mandates an annual budget process and an
annual appropriation act to implement the budget. The Village
follows these procedures in establishing the budgetary data
reflected in the financial statements:

*  On or about February 1, the Village Manager submits to the
Village Council a proposed operating budget for the fiscal
year commencing the following April 1. The operating
budget includes proposed expenditures and the means of
financing them.

* Public hearings are conducted to obtain taxpayer comments.

* On or about April 1, the budget is legally enacted through
passage of resolution.

* The Village Manager 1is authorized to transfer Dbudgeted
amounts within departments.
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NOTE 1

VILLAGE OF MENDON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

*

The budget for the general fund and special revenue funds are
adopted on a Dbasis consistent with generally accepted
accounting principles.

Appropriations for the general fund and special revenue funds
lapse at the end of the fiscal year.

Budgeted amounts are as originally adopted or as amended by
the Village Council.

Deposits and Investments - Statutes authorize the primary
government and component units to invest in the following:

*

In bonds, securities and other obligations of the United
States or agency or instrumentality of the United States.

In certificates of deposit, savings accounts, deposit
accounts or depository receipts of a bank which is a member
of the Federal Deposit Insurance Corporation, a saving and
loan association which is a member of the Federal Savings and
Loan Insurance Corporation or a credit union which is insured
by the National Credit Union Administration.

In commercial paper rated at the time of purchase within the
two highest classifications established by not less than two
standard rating services and which matures not more than 270
days after the date of purchase.

In United States government of federal agency obligation
repurchase agreements.

In banker's acceptances of United States banks.

In obligations of this state or any of its political
subdivisions that at the time of purchase are rated as
investment grade Dby not less than one standard rating
service.

In mutual funds composed of investment vehicles which are
legal for direct investment by local units of government in
Michigan.

Cash and cash equivalents include cash on hand, demand deposits,
and short-term investments with a maturity of three months or
less when acquired. Investments are stated at fair value.
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NOTE 1

VILLAGE OF MENDON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Receivables and Payables - Activity between funds that are
representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as "advances to/from
other funds." All other outstanding balances between funds are
reported as "due to/due from other funds." Any residual
balances outstanding between the governmental activities and
the business-type activities are reported in the government-
wide financial statements as "internal balances".

All trade and property tax receivables are shown as net of
allowance for uncollectible amounts.

Prepaid Items - Certain payments to vendors reflect costs
applicable to future accounting periods and are recorded as
prepaid items.

Capital Assets and Depreciation - Capital assets, which include
property, plant, equipment and infrastructure assets (e.g.,
roads, bridges, sidewalks and similar items), are reported in
the applicable governmental or business-type activities columns
in the government-wide financial statements. Capital assets
are defined by the Village as assets with an initial,
individual cost of more than $5,000 and an estimated wuseful

life in excess of two vyears. Such assets are recorded at
historical cost or estimated historical cost of purchase or
construction. Contributed assets are recorded at estimated
fair market wvalue at the date of donation. Additions,

improvements and other capital outlays that significantly
extend the useful life of an asset are also capitalized. Other
costs incurred for repairs and maintenance are expensed as
incurred. Depreciation on all assets 1is provided on the
straight-line basis over the following estimated useful lives:

Depreciable
Life-Years

Land improvements 15-40
Streets 15-20
Utility systems 30-50
Buildings and improvements 15-50
Machinery and equipment 5-20
Vehicles 2="7
Furniture and other 3-7
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NOTE 1

VILLAGE OF MENDON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Long-Term Obligations - In the government-wide financial
statements and the proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are
reported as liabilities in the applicable governmental
activities, business-type activities or proprietary fund type
statement of net assets. Bond premiums and discounts, as well
as 1ssuance costs, are deferred and amortized over the life of
the bonds using the effective interest method. Bonds payable are
reported net of the applicable bond premium or discount. Bond
issuance costs are reported as deferred charges and amortized
over the term of the related debt.

In the fund financial statements, governmental fund types
recognize bond premiums and discounts, as well as bond issuance
costs during the current period. The face amount of debt issued
is reported as other financing sources. Premiums received on
debt issuances are reported as other financing sources while
discounts on debt issuances are reported as other financing uses.
Issuance costs, whether or not withheld from the actual debt
proceeds received, are reported as debt service expenditures.

Property Taxes - The Village's property taxes are levied as an
enforceable lien on property as of December 1. Village taxes are
levied on the following July 1 and are payable without penalty
through September 16. Real property taxes not collected as of
March 1 are turned over to St. Joseph County for collection. The
County advances the Village 100% for delinquent real property
taxes. Collection of delinquent personal property taxes remains
the responsibility of the Village's treasurer. The Village's
property taxes levied on July 1 provide the revenue for the
current fiscal year.

The assessed and state equalized taxable wvalue of real and
personal property located in the Village totaled $24,587,837.
The Village's general operating levy for the year was based on
a millage rate of 9.1643.

_27_



NOTE 1

VILLAGE OF MENDON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Compensated Absences - It is the Village’s policy to not pay for
unused vacation or sick days and not to allow accumulation of
unpaid days. Therefore, no current or long-term liability has
been accrued.

Fund Equity - In the fund statements, reservations of fund
balance represent amounts that are not available for
appropriation or are legally segregated for a specific purpose.
Designations of fund balance represent tentative management plans
that are subject to change.

Use of Estimates - The preparation of financial statements in
conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from
those estimates.
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NOTE 2

VILLAGE OF MENDON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2006

- CASH AND INVESTMENTS

The Village uses financial institutions for investments purposes,
which are in accordance with statutory authority.

The accounts maintained in the financial institutions are
checking, savings, certificates of deposit and investment pool
funds.

At March 31, 2006, the carrying amount of the Village’s deposits

was $1,509,611 and the bank balance was $1,572,751. The
differences between the balances are the result of checks issued
by the Village but not yet presented for payment. The risk

exposure of all cash and cash equivalents, at March 31, 2006, is
as follows:

Insured S 468,435
Uninsured 205,077
Total cash and cash equivalents S 673,512

The total cash presented on the balance sheet at March 31, 2006,
includes $100 of imprest cash.

The Village’s remaining investments at March 31, 2006, consists of
an investment pool, the Government Cash Reserves Fund in the amount
of $899,139, which by definition, are not categorized by risk. The
carrying values and market values are the same for these
investments.

The carrying amount of deposits for Downtown Development Authority,
a discretely presented component unit, was $466,368 and the bank
balance was $466,368. Of the bank balance $13,976 is covered by
federal depository insurance, and $-0- is uninsured and
uncollateralized.

The remaining investments at March 31, 2006, consists of an
investment pool, the Government Cash Reserves Fund in the amount of
$452,392, which by definition, are not categorized by risk. The
carrying values and market wvalues are the same for these
investments.

_29_



NOTE 3 -

NOTE 4 -

VILLAGE OF MENDON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2006

RECEIVABLES

Receivables in the governmental activities are 74 percent due from
other governmental units and 26 percent accounts receivable.
Business-type activities receivables are 98 percent special
assessments and 2 percent due from customers.

Accounts receivable in the governmental activities and the
business-type activities are reported net of an allowance for
uncollectible accounts of -0-.

Receivables in the component unit include $124,629 due from Mendon
Township for captured taxes and $101,624 due from the Mendon
Village for captured taxes.

Accounts receivable in the component unit are reported net of an
allowance for uncollectible accounts of -0-.

Receivables, long-term portion in the component unit is a land
contract receivable collectible in monthly installments of $652
including interest at 5.5% final installment due December, 2014.

INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

Interfund receivables and payables consisted of the following at
March 31, 2006:

Fund/ Fund/
Component Unit Receivable Component Unit Pavable

Due from/to other funds

Major streets S 1,590 Local streets S 1,590
Local streets 550 General 550
Totals S 2,140 S 2,140



NOTE 4

VILLAGE OF MENDON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2006

INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS - Continued

The Due From/To Other Fund balances resulted from a time lag
between the dates that interfund goods and services are provided
or reimbursable expenditures occur, transactions are recorded in
the accounting system, and payments between funds are made.

Transfers consisted of the following for the year ended March
31, 2006:

Transfers Transfers
Fund Out Fund In

General S 20,550 Local street S 5,550
Vehicle sinking 15,000

20,550 20,550

Major street 14,000 Local street 14,000
Totals S 34,550 S 34,550
Transfers are used to: (1) move revenues from the fund that 1is

required to collect them to the fund that is required or allowed
to expend them; (2) the transfer from the major street fund to the
local street fund represents the sharing of gas and weight tax
revenues; and (3) use unrestricted revenues collected in the
general fund to finance various programs accounted for in other
funds in accordance with budgetary authorizations.



VILLAGE OF MENDON
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2006
NOTE 5 - CAPITAL ASSETS

Capital assets activity for the year ended March 31, 2006, was
as follows:

Balance Balance
April 1, March 31,
2005 Additions Disposals 2006

Primary Government

Governmental activities

Capital assets, not
being depreciated:

Land $ 353,375 S - $ - $ 353,375
Capital assets, being
depreciated:
Infrastructure 27,348 35,630 - 62,978
Land improvements 192,416 - - 192,416
Buildings and
improvements 369,282 - - 369,282
Machinery and
equipment 28,535 7,493 - 36,028
Vehicles 174,844 - 10,000 164,844
Office furniture
and equipment 10,580 - - 10,580
Subtotal 803,005 43,123 10,000 836,128
Accumulated depreciation
Infrastructure 910 3,010 - 3,920
Land improvements 105,830 9,620 - 115,450
Buildings and
improvements 175,412 9,232 - 184,644
Machinery and
equipment 25,200 2,755 - 27,955
Vehicles 75,770 11,660 10,000 77,430
Office furniture
and equipment 6,350 1,060 - 7,410
Subtotal 389,472 37,337 10,000 416,809
Net capital assets
being depreciated 413,533 419,319
Net capital assets S 766,908 S 772,694



VILLAGE OF MENDON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2006

NOTE 5 - CAPITAL ASSETS - Continued
Balance Balance
April 1, Disposals/ March 31,
2005 Additions Transfers 2006

Business-Type activities

Capital assets, not
being depreciated:

Land $ 190,950 s - $ - $ 190,950
Capital assets, being
depreciated:
Sewage disposal
system 4,988,165 - - 4,988,165
Water supply
system 340,132 - - 340,132
Subtotal 5,328,297 - - 5,328,297
Accumulated depreciation
Sewage disposal
system 933,233 125,000 - 1,058,233
Water supply
system 211,806 25,000 - 236,806
Subtotal 1,145,039 150,000 - 1,295,039
Net capital assets
being depreciated 4,183,258 4,033,258
Net capital assets S 4,374,208 S 4,224,208

Depreciation expense was charged to functions/programs of the
primary government as follows:

Governmental activities: Business-type activities:
General government $ 9,115 Sanitary Sewer $ 125,000
Public safety 4,340 Water 25,000
Public works 19,062
Recreation 4,820

Total S 37,337 Total S 150,000




VILLAGE OF MENDON
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2006
NOTE 5 - CAPITAL ASSETS - Continued
Component Unit:

Capital assets activity for the year ended March 31, 2006, was
as follows:

Balance Balance
April 1, March 31,
2005 Additions Disposals 2006

Component Unit

Governmental activities

Capital assets, not
being depreciated:
Land $ 36,265 $ - $ - $ 36,265

Capital assets, being
depreciated:
Land improvements - 532,236 - 532,236
Buildings and
improvements - - - -
Machinery and
equipment 24,593 - - 24,593

Subtotal 24,593 532,236 - 556,829
Accumulated depreciation

Land improvements - - - -
Buildings and

improvements - - - -
Machinery and
equipment 9,670 2,460 - 12,130
Subtotal 9,670 2,460 - 12,130
Net capital assets
being depreciated 14,923 544,699
Net capital assets S 51,188 S 580,964

Depreciation expense was charged to functions/programs of the
Component Unit as follows:

Governmental activities:
Economic
development S 2,460




VILLAGE OF MENDON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2006

NOTE 6 - LONG-TERM DEBT

Following is a summary of long-term debt transactions for the year
ended March 31, 2006:

Balance Balance
April 1, March 31, Current
2005 Additions Reductions 2006 Portion
Business-Type Activities
Special assessment
bonds $ 1,605,000 $ - $ 75,000 $ 1,530,000 $ 75,000
General obligation
bonds 530,000 - 15,000 515,000 15,000
Revenue bonds 61,000 - 6,000 55,000 6,000
Totals $ 2,196,000 8 - $ 96,000 $ 2,100,000 $ 96,000

Long-term debt payables at March 31, 2006, consisted of the
following individual issues:

Business-Type Activities

1996 Sewage Disposal System Special
Assessment Bonds payable in annual
installments of $75,000 to $50,000
through October 1, 2025; interest
at 4.875%, payable semiannually $ 1,530,000

1996 Sewage Disposal System General
Obligation Bonds payable in annual
installments of $10,000 to $40,000
through October 1, 2025; interest
at 4.875%, payable semiannually 515,000

1974 Water Supply System Revenue Bonds
payable in annual installments
of $1,000 to $9,000 through
January 1, 2013; interest at

5.0%, payable semiannually 55,000
Total $ 2,100,000



NOTE 6 -

VILLAGE OF MENDON

NOTES TO FINANCIAL STATEMENTS

MARCH 31,

LONG-TERM DEBT - Continued

Debt Service Requirements

The annual requirements to service all debt outstanding as of

2006

March 31, 2006 including both principal and interest, are as
follows:
Business-Type Activities
Principal Interest Total

2007 S 96,000 s 102,350 $ 198,350
2008 96,000 97,645 193,645
2009 96,000 92,940 188,940
2010 96,000 88,235 184,235
2011 96,000 83,530 179,530
2012-2016 481,000 316,580 797,580
2017-2021 450,000 212,670 662,670
2022-2025 689,000 82,420 771,420

Total S 2,100,000 & 1,076,370 S 3,176,370

Component Unit:

Following is a summary of debt transactions for the year ended

March 31, 2006:
Balance Balance
April 1, March 31,
2005 Additions Reductions 2006
Bank note
payable S - S 550,000 S 100,000 s 450,000
Long-term debt payable at March 31, 2006, consisted of the

following individual issues:

Note payable to bank at interest rate of
3.55%, monthly payment of principle and
interest of $10,949, final payment due

December 15, 2010 S 450,000
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NOTE 7

NOTE 8

VILLAGE OF MENDON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2006

RISK MANAGEMENT

The Village 1s exposed to various risks of loss related to
property loss, torts, errors and omissions, and employee injuries
(workers' compensation), as well as medical benefits provided to
employees. The Village has purchased commercial insurance for
most risks of loss to which it is exposed. Settled claims
relating to the commercial insurance have not exceeded the amount
of insurance coverage in any of the past three fiscal years.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

The annual budget is prepared by the Village management and
adopted by the Village Council; subsequent amendments are
approved by the Village Council. Unexpended appropriations lapse
at year-end; encumbrances are not included as expenditures.
During the current year, the budget was amended in a legally
permissible manner.

The budget has been prepared in accordance with generally
accepted accounting principles.

State statutes provide that a local wunit shall not incur
expenditures in excess of the amount appropriated. The approved
budgets of the Village were adopted on a fund level basis.

During the year ended March 31, 2006, the Village incurred no
expenditures in excess of the amounts appropriated at the legal
level of budgetary control.
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VILLAGE OF MENDON

REQUIRED SUPPLEMENTAL INFORMATION
GENERAL FUND
BUDGETARY COMPARISON SCHEDULE

YEAR ENDED MARCH 31, 2006

REVENUES

Taxes

Licenses and permits
State grants

Federal grants
Charges for services
Fines and forfeitures
Rent

Interest

Other

Total revenues

EXPENDITURES

Legislative
General government
Public safety
Public works
Recreation

Total expenditures

EXCESS OF REVENUE

OVER EXPENDITURES

OTHER FINANCING (USES)
Transfers to other funds

EXCESS OF REVENUE

OVER EXPENDITURES
AND OTHER USES

FUND BALANCE - Beginning

of year

FUND BALANCE - End of year

Variance

With

Original Amended Amended

Budget Budget Actual Budget
$ 157,750 $ 157,750 $ 165,330 7,580
4,700 4,700 4,181 (519)
80,000 80,000 80,715 715
22,050 22,050 22,000 (44)
2,000 2,000 2,522 522
59,300 59,300 81,500 22,200
9,780 9,780 9,776 (4)
34,175 34,175 20,964 (13,211)
309,755 369,755 387,000 17,245
18,580 18,580 18,578 2
118,379 118,379 117,399 980
119,715 119,715 119,215 500
86,500 86,500 84,744 1,756
3,975 3,975 2,953 1,022
347,149 347,149 342,889 4,260
22,600 22,600 44,111 21,505
(20,000) (20,000) (20,550) (550)
2,000 2,000 23,501 20,955

303,084 303,084 303,084 -
S 305,690 $ 305,690 S 326,645 $ 20,955
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REQUIRED SUPPLEMENTAL INFORMATION

REVENUE
State grant
Interest
Other

Total revenues

EXPENDITURES
Public works

EXCESS (DEFICIENCY)OF
REVENUE OVER EXPENDITURES

OTHER FINANCING (USES)
Transfer to other funds

EXCESS (DEFICIENCY) OF
REVENUE OVER EXPENDITURES
AND OTHER USES

FUND BALANCE -
BEGINNING OF YEAR

FUND BALANCE -

VILLAGE OF MENDON

MAJOR STREET FUND
BUDGETARY COMPARISON SCHEDULE

YEAR ENDED MARCH 31, 2006
Variance
with

Original Amended Amended

Budget Budget Actual Budget
S 62,000 62,000 56,282 S (5,718)
3,000 3,000 5,652 2,652
2,000 2,000 1,518 (482)
67,000 67,000 63,452 (3,548)
84,590 84,590 84,511 79
(17,590) (17,590) (21,059) (3,469)
(15,500) (15,500) (14,000) 1,500
(33,090) (33,090) (35,059) (1,969)

222,420 222,420 222,420 -
S 189,330 $ 189,330 S 187,361 S (1,969)

END OF YEAR
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VILLAGE OF MENDON

REQUIRED SUPPLEMENTAL INFORMATION

LOCAL STREET FUND

BUDGETARY COMPARISON SCHEDULE

REVENUE
State grant
Interest
Other

Total revenues

EXPENDITURES
Public works

EXCESS (DEFICIENCY)OF
REVENUE OVER EXPENDITURES

OTHER FINANCING SOURCES
Transfers from other funds

EXCESS (DEFICIENCY) OF
REVENUE AND OTHER SOURCES
OVER EXPENDITURES

FUND BALANCE -
BEGINNING OF YEAR

FUND BALANCE -

YEAR ENDED MARCH 31, 2006
Variance
with

Original Amended Amended

Budget Budget Actual Budget
S 22,000 22,000 s 20,381 S (1,619)
500 500 1,150 650
1,800 1,500 2,276 776
24,000 24,000 23,807 (193)
52,705 52,705 47,562 5,143
(28, 705) (28, 705) (23,755) 4,950
20,500 20,500 19,550 (950)
(8,205) (8,205) (4,205) 4,000

53,788 53,788 53,788 -
S 45,583 S 45,583 S 49,583 S 4,000

END OF YEAR
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VILLAGE OF MENDON

REQUIRED SUPPLEMENTAL INFORMATION
VEHICLE SINKING FUND
BUDGETARY COMPARISON SCHEDULE
YEAR ENDED MARCH 31, 2006

Variance
with
Original Amended Amended
Budget Budget Actual Budget
REVENUE
Interest S 20 S 20 S 269 S 249
Other - - 2,028 2,028
Total revenue 20 20 2,297 2,277
EXPENDITURES
Capital outlay 8,175 8,175 7,493 682
EXCESS (DEFICIENCY)OF
REVENUE OVER EXPENDITURES (8,155) (8,155) (5,190) 2,959
OTHER FINANCING SOURCES
Transfer from other fund 15,000 15,000 15,000 -
EXCESS OF REVENUE AND OTHER
SOURCES OVER EXPENDITURES 6,845 6,845 9,804 2,959
FUND BALANCE -
BEGINNING OF YEAR 10,110 10,110 10,110 =
FUND BALANCE -
END OF YEAR S 16,955 S 16,955 S 19,914 s 2,959
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE AND ON INTERNAL
CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Members of the Village Council
Village of Mendon

We have audited the financial statements of Village of Mendon
as of and for the year ended March 21, 2006, and have issued our
report thereon dated June 9, 2006. We conducted cur audit in
accordance with U.S. generally accepted auditing standards and
the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General
of the United States.

Compliance - As part of obtaining reascnable assurance about
whether the financial statements are free of material
misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grants,
noncompliance with which could have a direct and material effect
on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not
an objective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed no
instances of noncompliance that are required to be reported
under Government Auditing Standards.

Internal Control Over Financial Reporting - In planning and

performing our audit, we considered internal control over
financial reporting in order to determine our auditing
procedures for the purpose of expressing our opiniocn on the
financial statements and not to provide assurance on the
internal control over financial reporting. oOur consideration
of the internal control over financial reporting would not
necessarily disclose all matters in the internal control over
financial reporting that might be material weaknesses. A
material weakness 1is a condition in which the design or
operation of one or more of the internal controcl components does
not reduce to a relatively low level the risk that misstatements
in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within
a timely pericd by employees in the normal course of performing
their assigned functions. We noted no matters involving the
internal contrel over financial reporting and ite operation that
we consider to be material weaknesses.

This report is intended for the information of the Vvillage
Council, management and federal awarding agencies and paas-
through entities, and is not intended to be and should not be
used by anyone other than these specified parties.

e, & Hotrmn., P

June 9, 2006




